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it must exercise unceasing vigilance in the regulation of credit.
The crises of 1857 and 1866 taught the accepting houses and
the discount houses what limits were set by prudence to their
activities.

The year 1871 marks the end of the period of wars and
political unrest that had begun in 1848. The period from then
to 1914 was the golden age of London finance. It was a period
of relative peace and order in the world, and of great economic
development. The improvement in communications (particu-
larly the extended use of the telegraph) favoured the evolution
of an international financial centre, and at the outset the
monetary troubles of other countries added to the special advan-
tages already enjoyed by London.

The Act of 1819 had placed Great Britain definitely on the
gold standard, but for a time the country was almost alone in
that respect. Far the greater part of the world was on a silver
standard. France practised bimetallism and carried sufficient
weight to maintain approximate stability in the ratio between
gold and silver in world markets. This stability saved Great
Britain from the inconveniences of fluctuating exchanges with
the silver-standard countries. Even so, British gold monometal-
lism was by no means uncompromising. Though the standard
coins were exclusively of gold, the Bank of England made a
regular practice of including silver bullion in its metallic
reserves. Silver was actually a more convenient medium for
settling international balances than gold, since gold was every-
where subject to slight variations of price. In 1832 the Bank
even melted down British subsidiary coin for export, at a con-
siderable sacrifice.

The Act of 1844 recognized the status of silver in that it
permitted the Bank to hold one-fifth of its metallic reserve in
silver bullion.

The general demonetization of silver between 1870 and 1900,
which si described below,1 had important repercussions upon
British financial history. Up to 1870 Paris, as the principal
bimetallic centre, had played a conspicuous part in international

' See pp. 576-7.